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Factory and Manager the USSR 
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“Generally accepted accounting principles” are not authoritative code. 
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man places his total economic potential the service enterprise. 
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Denys Munby 
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Sir David Eccles 
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One way improve productivity learn more about measuring it. 
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FACTORY AND MANAGER THE USSR* Joseph 


Cambridge: Harvard University Press, 1957. 386 pp. $7.50. 


What one may strive for analysis managerial behavior 
Soviet industrial enterprise interpretation which both fits the 
known facts and plausible. Since interpretation based exclu- 
sively upon published sources may miss the point, firsthand informa- 
tion was sought from the Soviet citizens cast upon western Europe 
the last war. The analysis these interviews, which deal primarily 
with the period about the outbreak the war, elaborated those themes 
which their frequent reiteration appeared express some universal 
feature Soviet industrial experience. 

Though the original research design did not provide for direct 
inquiry into the goals the manager seeks attain pursuing par- 
ticular course action, the question often arose why one alterna- 
tive was chosen rather than another. The interviewers were struck 
the frequency with which informants would spontaneously refer 
“premiums” the basis which the choice was made. premium 
essentially bonus computed according scale which increases with 
the percentage fulfillment the monthly production-plan target. 
Although the base salary manager usually larger than the pre- 
mium, the size this salary fixed. Premiums, the other hand, 
are the variable portion income, and thus one alternative yields 
larger premium than another, there clear basis for choice. More- 
over, the close link between premiums and successful performance has 
endowed premiums with symbolic significance: the manager who 
known earn large premiums considered this very fact 
highly successful. 

Premiums have several the most important qualities required 
the kind goal that might explain economic decisions. First, they 
are directly associated with day-to-day operating decisions concrete 

*This study the Russian Research Center series and report the 
Harvard Project the Soviet Social System. 

Professor, Department Economics, Syracuse University. 


situations. Other more general goals such power and prestige are 
undoubtedly present, but they are better thought psychological 
explanations why immediate goal pursued, and not the 
direct motivators concrete action. Secondly, the premium goal 
offers clear guide the kinds available alternatives. Other goals 
are often consistent with several courses action. The premium goal, 
the other hand, leads typically the particular course action 
that provides larger amount premiums, even the expense 
some other facet the enterprise plan which the state may equally 
desirous having achieved. 


Managers not usually refer back their basic goals for each 
problem. Decisions are ordinarily based number guiding prin- 
ciples which have been found lead the attainment the desired 
ends. Through these principles may shown that there are system- 
atic regularities Soviet managerial behavior, and that these regu- 
larities flow logically from the pursuit premiums. 


The first principle related the manager’s primary obligation 
“fulfill and overfulfill the plan.” But fulfillment related the 
magnitude the planned targets. this fact which lies the 
basis that wide range practices preserving “slack” the 
drafting and execution plan targets that anything goes wrong, 
management will have untapped resources fall back upon. Another 
reason for safety factor that once new high level performance 
has been achieved, the next plan target will usually raised above it. 


the sphere procurement that the desire for safety 
factor manifests itself most widely. The major reason for padding 
estimates the enterprise’s awareness that its legitimate needs may 
reduced. While the desire for premiums motivates the manager 
economize, the manager well aware that should reduce the 
quantity materials used the current period, his plan target 
materials consumption the next period will correspondingly ad- 
justed. Thirdly, exaggerated requests serve bargaining point 
helping the firm avoid tasks would rather not do. firm argues 
that certain target cannot achieved unless obtains large amounts 
high-quality materials, for example, the magnitude its planned 
tasks may reduced. 


The second principle management encompasses another group 
practices associated with plan fulfillment: the simulation suc- 
cessful performance. One the most prevalent forms “violation 
the assortment plan,” that is, overfulfillment the targets for those 
products that provide larger value total output, while the targets 
for other products are underfulfilled. Subquality production another 
form simulation. The enterprise producing military output, how- 
ever, would never seriously consider the deliberate reduction quality. 


Once the month has drawn close, there remains only one 
more way salvaging unsuccessful performance: falsification 


{ 
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the reports submitted the authorities. One the most common 
forms the “borrowing” output from future month. This practice 
suited enterprise which large volume goods process 
carried over from month month. Such simulation also operates 
every sphere managerial decision-making which there are 
indicators which must achieved surpassed: for example, work 
order may given for job that was never performed the norms 
which the work performed and reported may manipulated. 


The term blat, which introduces the third broad group man- 
agerial activities, implies the use personal influence for obtaining 
certain favors which one not entitled. Though certain for- 
mal channels are open the firm whose supply materials 
threatened, they may excessively slow more importantly the au- 
thorities may frown upon the particular procurement need. Rather 
than face this, firm often prefers turn the well-established in- 
formal procurement system, major element which blat and 
the tolkach, the specialist obtaining all manner scarce commod- 
ities through combination influence and gifts. general, the 
effect the blat frustrate certain extent the purpose the 
priority system, and bring the competitive position enterprises into 
somewhat closer conformity with management’s effective demand for 
their products. The penumbral world informal inter-enterprise 
relations represents the severely harnessed rudiments market 
economy seeking break through the hard crust centralized plan- 
ning. 


The picture that has been drawn lays heavy emphasis upon un- 
lawful activity. The next pressing question is: How does one explain 
such systematic evasion regulations totalitarian regime? The 
interpretation presented deals with motivation: There are forces 
work the system which motivate control officials refrain from 
carrying out completely the control functions with which they are 
charged. One official placed this unenviable position the chief 
accountant. All monetary transactions and all reports plan fulfill- 
ment pass through his hands. Because this strategic position, 
held responsible for refusing execute illegal orders and report 
such orders higher authorities. The pressures brought bear upon 
him the enterprise, however, are enormous. The Director can add 
considerably the incomes cooperative subordinates through pre- 
miums. Moreover, the official’s career depends the director’s atti- 
tude. The “shrewd” chief accountant who knows how the things 
necessary for the successful operation the plant and how make 
muddling performance look good will earn the director’s and the chief 
administration’s recommendation. The personal relations growing out 
the work situation and the subsequent web “mutual involvement” 
reinforce the common awareness that all benefit from plan fulfillment 
and from the unlawful actions necessary achieve that end. 


not difficult understand why officials such accountants 
are poor position exercise control. But what the ministry? 
The ministry, too, caught between high targets and shortages sup- 
plies, and therefore often engages the same unlawful activities 
enterprises, and for the same reasons. The Party official has also fallen 
into the web mutual involvement: The fulfillment the state plan 
the center his attention. Moreover, self-interest and various in- 
ducements, supplemented fairly close working relations with man- 
agement, create predisposition for the Party secretary identify with 
the firm think “we.” Finally the Trade Union Chairman, 
who supposed encourage criticism management, is, more often 
than not, drawn into the web mutual involvement himself, especially 
the enterprise one which the director and Party secretary have 
worked out modus 


Since 1953, the signs change the Soviet Union have been un- 
mistakable; the extent change not easy discern. For the pur- 
pose this study, the problem evaluate the extent which the 
reforms may expected alter the ways which the manager runs 


Most large consumer-goods enterprises have traditionally been 
organized into republican ministries. Authority over most heavy in- 
dustrial enterprises, the other hand, has traditionally been more 
highly centralized. number instances, the new regime has 
organized republican union-republican ministries branches heavy 
industry. The purpose the decentralization not all reduce the 
scope economic activity under central government but rather 
improve the effectiveness that control. Consequently, there are 
strong reasons for expecting this administrative reform have 
important effect managerial problems. 


the supply system perhaps the most dramatic change the 
decree abrogating the law which made crime resell exchange 
commodities and equipment without authorization. This elimination 
prison terms, however, will not make substantial difference 
managerial conduct. The fall the axe has always been looked upon 
the act impersonal fate normally striking only those who run 
into unusual difficulties. Those who cannot adopt this fatalistic atti- 
tude withdraw from the competition for managerial career. 


the reforms the new regime represent basic change, are 
there any kinds reforms which would? the persistent practices 
managers are changed, there must first changes the 
conditions which cause them. Surveying the broad canvas Soviet 
industrial activity, two closely related features stand out dominat- 
ing factors. They are the unrealistically high level plan targets and 
the perpetual shortages supplies. the leaders should change these 
features, managerial behavior might transformed almost beyond 
recognition. 


Comment Raymond Bauer, Ford Foundation Visiting Professor. 


Berliner’s Factory and Manager the USSR might read for 
variety reasons. most valuable source insight into how 
Soviet industrial institutions actually operated under Stalin and, 
large extent, operate today. Soviet official publications the present 
day indicate that most the patterns behavior which Berliner 
portrays persist the present time, although impression that 
they are diminishing intensity and frequency. The particular lesson 
learned this score that even the most totalitarian societies 
are far from “total.” Having been Field Director the Project out 
which Berliner’s book grew, shared with him the pleasure dis- 
covering how pervasive and interesting were the evasions formal 
rules tightly controlled society. Furthermore, gradually 
came the realization that there was good deal method this 
apparent madness. large extent, the successful operation the 
Soviet economy depended the initiative Soviet executives 
going outside the formal channels and doing such things obtaining 
needed supplies the use “supply who “maintained good 
contacts” the right places. 

Not only does Berliner’s book give more realistic picture 
how centralized economy actually functions but gives interest- 
ing confirmation much that have learned our studies 
American business and industry. The reader can get good deal 
intellectual fascination from looking for parallels between the be- 
havior the Soviet manager and that the American worker 
tries “beat the system.” will find close analogues between re- 
striction output, outwitting the time and motion study man, etc., 

Undoubtedly there will some readers who conclude that 
Berliner’s book final and conclusive evidence that planned cen- 
tralized economy does not work. may necessary remind them 
that during the very time that Soviet managers were evading the rules, 
falsifying reporting, juggling their assortment quotas, etc., the Soviet 
economy was growing rapid rate. The merits centralized 
planned economy will have judged the basis other evidence. 

However, seems that any highly organized, tightly planned 
and controlled organization whether the Soviet state 
whole American business enterprise will have its distinctive 
set problems and produce distinctive tacts evasion and maneuver 
the part the people being controlled. part this will because 
the goals the members are never exactly those the organization; 
and, part, will that even the loyal members the organization 
will have cut red tape times unless they are let the rules set 
down for them defeat the very purposes for which the rules were 
established. this sense Berliner’s work may taken another, 
although unusual, contribution the literature the problems 


bureaucracy any bureaucracy. But, because the setting the 
USSR, many readers will find the material especially interesting and 
perhaps more thought-provoking than concerned their own firm. 

final word Berliner’s sources and methods: His initial 
interest and insights were stimulated his contact with Soviet 
refugees Germany who had occupied administrative posts the 
USSR. But his sources are means confined these refugees 
who might dismissed “biased.” has been careful check 
all his insights against official Soviet sources where may surprise 
the reader was able find confirmation for virtually every 
one them. 


FINANCIAL REPORTING CHANGING SOCIETY* 
Marquis 


New York: American Institute Certified Public Accountants, 1958. 
pp. 


Financial reporting the expression the whole complex net- 
work elements which make business and, most important, the 
results which they produce terms common denominator. With- 
out adequate information about the results business operations 
one could make intelligent decisions and our economy would fall apart. 

Business income determined for tax purposes accordance with 
the Internal Revenue Code, and related regulations and decisions, for 
rate-making purposes, accordance with systems prescribed the 
Interstate Commerce Commission and other regulatory bodies and 
finally for purposes not subject legal regulation, accordance with 
“generally accepted accounting principles.” This last phrase suggests 
the existence some authoritative code accounting, which when 
applied consistently will produce precise and comparable results. 
“Generally accepted accounting principles,” however, are simply broad 
concepts, evolving from the actual practices business enterprises. 
Consequently, some areas there are equally acceptable alternative 
procedures for the accounting treatment identical items, any one 
which might result reported amount net income widely different 
from the amount alternative procedure might produce. 

Perhaps time for re-examination the questionable general SET 
assumptions underlying financial accounting. These assumptions are 
follows: (1) The monetary unit the best common denominator 
use measuring and reporting business activities. Yet when the pur- 
chasing power money fluctuates widely there distortion 
“actual” economic results. (2) Accounting based the assumption 
that the indefinite life corporation will permit methodical charges 
costs incurred benefit future periods against the revenues 
those periods. Obviously when corporations fail, earlier financial state- 


*Delivered before the Illinois Society Certified Public Accountants. 
American Institute Certified Public Accountants. 


ments will have proved misleading. (3) Profit loss should shown 
usually the basis completed transactions because until trans- 
action completed the amount profit loss indeterminate. But 
since values increase decrease prior realization, should approxi- 
mate valuations used show that the bulk the gain loss 
took place period other than that realization? 

this search for improved methods there are bound differ- 
ences opinion. Experience alone reveals which one superior. 
Meanwhile, there are variations practice. The income tax, for 
example, has spawned whole new set dilemmas. Where permis- 
sible alternatives exist, management naturally inclined adopt 
whichever accounting methods will result the least tax. These may 
not always seem the best methods for purposes reporting results 
shareholders and the public. 


Regulatory bodies, too, have profound influence upon present- 
day accounting. They may impose rules upon some segments 
business that are designed enable the agency perform its super- 
visory functions, but may less desirable terms fair financial 
presentation. third force that shapes accounting the impact 
fast-changing business practices: the widespread adoption pension 
plans, the diversification products, consolidations, and the huge 
investments equipment. Perhaps the most significant these recent 
developments has been the steady decline the purchasing power 
the currency which has touched off debate around the question 
whether fixed assets should continue depreciated the basis 
historical costs, whether depreciation should adjusted reflect 
changing price levels. 


This brings the question just who responsible for the 
development and enunciation accounting principles which may 
regarded “generally accepted.” The accounting profession has 
accepted the responsibility exercise its taxing powers and its regu- 
latory powers way that will facilitate, rather than impede, sound 
financial reporting. would great misfortune for American 
business and the whole economy, however, uniform accounting rules 
were prescribed governmental fiat. 


SETTING COMPANY COMPENSATION OBJECTIVES 


John Harkness* 


In: Papers and Proceedings the Workshop Executive Compen- 
sation. (83 pp.) Urbana: Bureau Business Management, University 
Illinois, 1959, pp. 1-9. $3.50. 


There are two sides the executive compensation coin the 
interests the stockholders, and the interests the executives. The 
attainment workable methods for the integration these interests 
our objective. 


*Partner, Kearney Company. 


What are the stockholders’ interests? (1) Stockholders naturally 
are interested profits. However, the form those profits should 
clearly defined they are properly promoted: divergent in- 
terests require the application different management programs, dif- 
ferent standards appraisal, and different means executive moti- 
vation. (2) stockholders wish their company speculative 
conservative? entrepreneur may needed for the first, ad- 
ministrator for the latter. These require different methods compen- 
sation. (3) the stockholders wish maintain team that produces 
its own executive talent? Compensation for executive building dif- 
ferent from that needed for recognition and awards for past achieve- 
ments. (4) the stockholders wish limit dividends but maintain 
high salaries? With these interests, company net profits cannot 
used motivating agent. (5) the stockholders wish interest 
new executives join the company? so, the stockholders may have 
provide special compensation attract them. (6) the stock- 
holders recognize that they have good team executives and wish 
hold them through special compensation programs? 


Let now turn the coin over the executives’ side. What are 
their interests and how may they recognized and utilized the 
designing compensation program? First, the executives wish 
make money. This interest universally recognized but the “why,” 
“when” and “what” this interest are frequently overlooked. 

“Why” deals with self-preservation, family interests, and security. 
When man reaches the middle executive group the pressure 
self-preservation “why” abates and the “why” self-esteem and 
symbolism intensifies; then approaches his “golden years” the 
“why” security becomes predominant. For this reason, compensa- 
tion plans are related time, not merely position. 


Let’s look the “when” when executives want their money. 
pension plan which younger executives have contribute heav- 
ily does not appeal them. They need the cash for immediate de- 
mands and would prefer invest their money themselves. Similarly, 
deferred income programs are important factors holding people 
but they really cause them exert their best efforts for the com- 
pany’s benefit? 


Then comes the “what” what type money should used? 
important advantage many fringe benefits that they are tax 
free, but the other hand, they foster compromises honesty? 
Stock options have become quite popular, but since frequently 
the practice limit options small group, some people feel that 


the price paid dilution stock equity out proportion the 
incentive value. 


second group executive interests deals primarily with 
individual’s self-esteem: the desire for group recognition and for self- 
expression. This motivating force much more powerful than the 


urge make more money and should taken into consideration 
one have payment plans which fully compensate. 


has been stated that only one two persons out ten 
thousand possess the necessary characteristics for top-executive re- 
sponsibility. Granting that this problem exists, how does affect 
the compensation other executives? Should company attempt 
raise its own executives try get them from outside? resolve 
these problems hard look should given the work that the 
respective executives are expected perform. you are looking for 
the top-level workman, then you want man who willing make 
vital decisions and take the important risks those decisions. You want 
man who has understanding others and who can think 
terms them. These characteristics are not required the same 
degree the second and middle-management groups. fact, 


some companies their risk-taking may only limited even non- 
existent. 


frequently stated that the three primary heads any enter- 
prise sales, production and finance should all able step 
into the president’s shoes need be. this true? Can company 
keep three such able men happy? Would not better have 
capable second-line executives who are attuned their special duties 
and responsibilities, and then look outside for its top executive when 
one needed? Just because man good man the second line 
does not mean that will good the top executive group. This 
condition also found within middle-management. Places must 
reserved for the men who their jobs well but not have the 
capacity for further advancement. 


design comprehensive compensation plan, carefully con- 
sidered job descriptions are necessary, lines authority must clearly 
defined, and chart personal advancement should prepared. 
The chart should indicate the ability and growth possibility the 
person each position, what other position could transferred 
and how soon, and finally who ready succeed him. With such 
personnel audit before you and comprehensive job descriptions 
guide, relatively easy determine your additional manpower 
requirements, and where good men should placed for further 
growth. Let assume you have branch sales organization with 
about two hundred district sales managers. Only relatively few 
young men with promise outstanding ability need placed 
among these two hundred; the remainder can counted 
satisfactory job with proper directives guide them. 

Compensation isn’t money. composite tangible and 
intangible qualities received exchange for the giving service 
company. Set your company goals, consider the executive’s 
goals and when you have these two desires established, then use the 
tools that have been discussed bring these dual goals about. 


THE BUDGET AND ECONOMIC GROWTH 


New York: Committee for Economic Development, 1959. pp. $.50.* 


The President has submitted balanced budget for the fiscal year 
1960. This statement devoted consideration the issues raised 
this budget. Our conclusions are follows: 

Assuming economic recovery continues, the cash budget for 
the fiscal year 1960 should brought into balance. Any increase 
expenditures above the budget should matched additional taxes. 

The Federal government order provide source 
saving for financing private investment and reduce the risk 
further inflation should plan now for cash surpluses and debt reduc- 
tion subsequent years under conditions high employment. 

Any additional military expenditure that would contribute 
significantly our national security should made, even the 
cost higher taxes. addition, economic assistance underde- 
veloped countries should enlarged beyond the program presented 
the Budget. 

Each nonsecurity program must considered relation 
other programs equal and higher priority. And every proposal for 
increase should tested the requirement higher taxes 
pay for it. larger volume Federal spending will not necessarily 
increase the rate economic growth. What counts whether par- 
ticular expenditures will increase the production potential the 
economy. 

tax increase should not necessary, but prospective 
cash deficit created, taxes should raised before Congress adjourns. 

The processes budget-making are not well suited responsibili- 
ty. introduce more restraint the budget-making process, 
extremely important that the President given the authority veto 
reduce individual items appropriation and authorization bills. 
Moreover, appropriation procedures should revised require Con- 
gress relate particular policy decisions overall tax procedures. 

Though recognize that difficult make substantial reduc- 
tions most Federal activities overnight, the raids politically 
powerful pressure groups the Federal Treasury should halted. 
the Congress unwilling resist these pressures, should raise 
enough money through taxes pay for the outlays approves. 

The basic reason for running Federal deficit during periods 
recession that helps sustain private demand and promote 
recovery. the same reasoning, when private demand threatens 
exceed the nation’s economic capacity produce, the government 
should collect more taxes than spends order restrain this 
demand. While these general principles can readily applied when 
the situation clearly one recession high employment, contro- 
versy arises during periods transition, such now. 


*Special prices for quantity orders. 
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The Federal government should not only balance the cash budget, 
but also should run substantial cash surplus high employment. 
This would greatly assist anti-inflationary monetary and debt man- 
agement policies. Equally important, cash surplus would make 
saving available for financing private investment that would turn 
promote growth. 

Promoting economic growth more than matter regaining 
and maintaining high employment. also matter increasing 
the nation’s capacity produce larger volume goods and serv- 
ices. not pretend know precisely what expenditures the 
Federal government will increase the nation’s growth rate, but the 
crucial test whether the expenditures are directed into productive in- 
vestments human and physical capital: education, research, high- 
way improvement, for example. large share the current outlays 
the Federal government, however, not contribute growth, 
nor there evidence that most new proposals are any improvement. 

Given the urgent requirements for defense and foreign aid, 
mandatory for weed out nonessential expenditures, such 
the following areas: farm economy, veterans’ benefits, payments for 
direct governmental services, and public housing. 

Budget policy should balance the social benefits expected from 
the activities government against their costs measured the 
taxes needed pay for them. pragmatic process which involves 
compromises among different objectives and points view. 


THIS GROWING ECONOMY Maurice Stans* 


In: Proceedings the School Commerce Eighth Alumni Dean’s 
Day Homecoming. (106 pp.). New York: New York University 
School Commerce, Accounts, and Finance, 1958. pp. 24-32. 


Our free enterprise system capable great diversification, ex- 
pansion, and productivity; can provide the jobs for increasing 
population and progressive its technology and rich its ingenuity. 
These faculties spell assurance growth. But not enough that 
enshrine economic growth end itself. must equated into 
broader structure values really constitute achievement. 
see display the United States and Russia the two contrasting 
economic systems the twentieth century. But, different the So- 
viet and free-enterprise systems are, they have one thing common: 
growth. 

the Soviet state, the immediate source strength repressive 
control. This control produces unification three strategies: the 
political which aims perpetuate war nerves and neutralize 
through fear the great population masses Asia, Africa, and the 
East; the ideological which offers hope the underprivileged; and 
the economic which aims undersell the high-cost industries the 


*Director, United States Bureau the Budget. 
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West. This what have deal with. will not become 
preoccupied with internal issues and problems that forget the 
central contest our century. 

Still, while must respect the growth the Soviet economy, 
must also objective about it. The rate Soviet growth not 
long-term rate. Also they started lower level output than the 
United States, that the absolute gains, distinguished from the per- 
centage gains, are much greater the United States. Our productivity 
still climbing. Our technological progress shows sign slacken- 
ing. Moreover, the skill our labor force and our managerial staff 
improves, both from experience and result our broadening 
educational base. 


Though these and other factors combine make confident, 
there are three broad objectives which should guide national policies 
are maintain our world position: 


First, must aware the stabilizing factors now existing 
government programs, that not panic into demanding massive 
federal intervention the first signs downturn. Public works were 
the favorite solutions advanced the recent recession, but very little 
resulted from these time the recession any good. the other 
hand, the extended unemployment insurance benefits did what they 
were supposed and time. 

Second, must advance without inflation our growth will 
seriously undermined. growing economy only part matter 
restless technology, high employment, good wages, and expanding 
markets. just dependent sound foundation relatively 
stable costs, wages, prices, purchasing power, and public budgets. 


Third, any budget first things come first. After the bare neces- 
sities are provided for, other programs can considered out what 
income remains, any. This means that must find way finance 
our defense needs, and our needs for domestic public services, all with- 
out impairing necessary private investment and without raiding the 
tax base required for essential functioning state and local govern- 
ments. 


The problem comes down one human, material 
and financial. cannot take our resources for granted. Without 
that stability there can solid growth, secure achievement. 


there danger, one our own making. can be- 
come absorbed the illusions growth that may lose sight 
the realities. Our opponent realist, and his strategy triple- 
threat offensive. must match realism with realism. 


CUMULATIVE VOTING FOR DIRECTORS 


Leland Whetten* 
The Atlanta Economic Review, Vol. No. April 1959, pp. 13-19. 


Definition: Cumulative voting method electing corpora- 
tion directors. accords shareholder many votes has shares 
multiplied the number directors. entitled cast the whole 
for one candidate distribute them among two more. 

formula has been devised for determining the least number 
shares required assure the election single director: 


ac 


number shares needed elect given number directors 

the total number shares the meeting 

number directors desired elect 

total number directors elected 

Assume that Corporation has 400 voting shares outstanding, 
which 300 are present either person have tended proxy. Five 
directors are elected the board, and the minority controls 148 
shares, entitling 740 votes. The formula shows how votes are 
cumulated the greatest advantage: 


300 


Fifty-one shares (17 per cent stock represented the meeting) 
with 255 votes are needed elect director. One hundred one shares 
with 505 votes will elect two. Any attempt seat third will fail 
provided the majority cumulates its 152 shares most effectively. 

When all factors the formula are known, simple multiplication 
and division will show how cumulate and distribute. entirely 
possible, however, that one more factors are unknown, there are 
three principal variables work: 


Total number shares the meeting. Knowledge the total 
shares voting and the proportion these controlled each side 
essential intelligent accumulation. this point, however, sort 


*Professor Accounting, School Business Administration, Georgia State 
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“hen and egg” problem emerges. For example, prior the casting 
ballots, the number shares voting the meeting unknown. 
Furthermore, bitterly fought contest each side will have proxies 
which will challenged, and perhaps many may declared invalid. 


Total number directors elected. This number not al- 
ways known advance. such cases, factor “b” the formula 
unknown. Moreover, nomination not condition precedent 
election under the “secret cumulation” type enactment. How can 
the majority know how vote unless the intentions the minority 
cumulate are understood? 


which other stockholders cumulate their votes. Unless 
votes are cumulated efficiently, one group may end with much 
less representation than entitled have. For example, the greater 
the number directors elected, the smaller the number shares 
necessary elect one director. Moreover, when even number 
directors are seated, substantial minority can elect one half 
and thus receive more than proportionate representation. From the 
majority viewpoint, two caveats are readily discernible: (1) The board 
membership should few number. (2) odd number seats 
desirable. 

Weapons offense cause others defense fashioned. Just 
cumulative voting process enabling minority stockholder groups 
attain recognition concentrating their votes, so, conversely, have 
counter devices been fashioned limit and contain the influence 
militant minority. Some these are: 


Using Classified Board. This effective restraint stock- 
holder challenge management the use cumulative voting, 
vacancies single election nine-man classified board rarely 
exceed three, each class serving three-year term. For example, 
nine-man board were not classified and served one-year terms, 
minority would successful seating director were able mar- 
shal per cent the votes cast. classified board three 
vacancies increases the number needed elect candidate per 
cent 


Changing Size the Board. Frequently minority group discovers 
that its chance gaining representation through cumulative voting 
has diminished. This feat may accomplished opposition through 
purposeful reduction board size. 


Attitude Executive Committee Toward Minority Directors. 
Barriers many kinds are devised circumscribe the functions 
“unfriendly” director. Management may assume the initiative 
policy formulation through informal discussions with “friendly” board 
members. Moreover, there widespread statutory authority for power- 
ful executive committees which opposition does not receive appoint- 


Recently one colleagues said, "You should 
include Bacon's Essays THE EXECUTIVE some time; they 
surely are grist for your mill!" 

Well, that was strange idea, thought Yet, Jack 
Glover and Ralph Hower had reprinted several the 
essays their book, The Administrator, and Lepawsky 
quotes from several his book Administration. 

But why reprint THE EXECUTIVE? Are these 
aphoristic, Elizabethan maxims useful guides for execu- 
tive action? are they merely "good advice for 
Satan's kingdom" simply "Studies the ignoble art 
getting ahead." Are they collections thoughts 
"designed nurture the noblest natures," are they 
Machiavellian guides for gaining power? 

leave you decide. least, they 
are thought provokers. 

"It ought remembered that Essay, the 
original and strict sense the word,—an Essay 
such Bacon's, and also Montaigne's—was designed 
suggestive further remarks and reflections and, 
short, to_set the reader a-thinking the subject." 

set you here are selections 
from the essays Francis Bacon (1561-1626) 


Delays 


Fortune like the market; where many times, you can stay little, 
the price will fall. And again, sometimes like Sibylla’s offer; which 
first offereth the commodity full, then consumeth part and part, and still 
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holdeth the price. For occasion (as the common verse) turneth 
bald noddle, after she hath presented her locks front, and hold taken: 
least turneth the handle the bottle first received, and after the 
belly, which hard clasp. There surely greater wisdom than well 
time the beginnings and onsets things. Dangers are more light, they 
once seem light; and more dangers have deceived men than forced them. 
Nay, were better meet some dangers half way, though they come nothing 
near, than keep too long watch upon their approaches; for man 
watch too long, odds will fall asleep. the other side, de- 
ceived with too long shadows (as some have been when the moon was low 
and shone their enemies’ back), and shoot off before the time; 
teach dangers come on, over early buckling towards them, another 
extreme. 


Dispatch 


Affected dispatch one the most dangerous things business that 
can be. like that which the physicians call predigestion, hasty diges- 
tion; which sure fill the body full crudities and secret seeds diseases. 
Therefore measure not dispatch the times sitting, but the advance- 
ment business. And races not the large stride high lift that 
makes the speed; business, the keeping close the matter, and not 
taking too much once, procureth dispatch. the care some 
only come off speedily for the time; contrive some false periods 
business, because they may seem men dispatch. But one thing 
abbreviate contracting, another cutting off. And business handled 
several sittings meetings goeth commonly backward and forward 
unsteady manner. knew wise man that had for by-word, when 
saw men hasten conclusion, Stay little, that may make end the 
sooner. 

the other side, true dispatch rich thing. For time the measure 
business, money wares; and business bought dear hand 
where there small dispatch. The Spartans and Spaniards have been noted 
small dispatch; venga muerte Spagna; Let death come 
from Spain; for then will sure long coming. 

Give good hearing those that give the first information 
and rather direct them the beginning, than interrupt them the con- 
tinuance their speeches; for that put out his own order will 
forward and backward, and more tedious while waits upon his memory, 
than could have been had gone his own course. But sometimes 
seen that the moderator more troublesome than the 

Above all things, order, and distribution, and singling out parts, 
the life dispatch; the distribution not too subtle: for that doth 
not divide will never enter well into business; and that divideth too much 
will never come out clearly. choose time save time; and 
unseasonable motion but beating the air. There three parts business; 
the preparation, the debate examination, and the perfection. Whereof, 
you look for dispatch, let the middle only the work many, and the first 
and last the work few. The proceeding upon somewhat conceived writ- 
ing doth for the most part facilitate dispatch; for though should wholly 
rejected, yet that negative more pregnant direction than indefinite; 
ashes are more generative than dust. 


Expense 


Riches are for spending, and spending for honour and good actions. 
extraordinary expense must limited the worth the oc- 
casion; for voluntary undoing may well for man’s country for the 
kingdom heaven. But ordinary expense ought limited man’s 
estate; and governed with such regard, within his compass; and not 
subject deceit and abuse servants; and ordered the best shew, that 
the bills may less than the estimation abroad. Certainly, man will keep 
but even hand, his ordinary expenses ought but the half his 
receipts; and think wax rich, but the third part. 

apparel; plentiful the hall, saving the stable; and the 
like. For that plentiful expenses all kinds will hardly preserved 
from 

man ought warily begin charges which once begun will continue: 
but matters that return not may more magnificent. 


Suspicion 


Suspicions amongst thoughts are like bats amongst birds, they ever fly 
twilight. Certainly they are repressed, the least well guarded: 
for they cloud the mind; they leese friends; and they check with business, 
whereby business cannot currently and constantly. 


Negociating 


generally better deal speech than letter; and the media- 
tion third than man’s self. Letters are good, when man would 
draw answer letter back again; when may serve for man’s justi- 
fication afterwards produce his own letter; where may danger 
interrupted, heard pieces. deal person good, when man’s 
face breedeth regard, commonly with inferiors; tender cases, where 
man’s eye upon the countenance him with whom speaketh may give 
him direction how far go; and generally, where man will reserve 
himself liberty either disavow expound. choice instruments, 
better choose men plainer sort, that are like that that 
committed them, and report back again faithfully the success, than those 
that are cunning contrive out other men’s business somewhat grace 
themselves, and will help the matter report for satisfaction sake. Use also 
such persons affect the business wherein they are employed; for that 
quickeneth much; and such are fit for the matter; bold men for expostula- 
tion, fair-spoken men for persuasion, crafty men for inquiry and observation 
froward and absurd men for business that doth not well bear out itself. Use 
also such have been lucky, and prevailed before things wherein you have 
employed them; for that breeds confidence, and they will strive maintain 
their prescription. better sound person with whom one deals afar off, 
than fall upon the point first; except you mean surprise him some 
short question. better dealing with men appetite, than with those that 
are where they would be. man deal with another upon conditions, the 
start first performance all; which man cannot reasonably demand, 
except either the nature the thing such, which must before; else 
man can persuade the other party that shall still need him some other 


thing; else that counted the honester man. All practice dis- 
cover, work. Men discover themselves trust, passion, unawares, 
and necessity, when they would have somewhat done and cannot find 
apt pretext. you would work any man, you must either know his nature 
and fashions, and lead him; his ends, and persuade him; his weak- 
ness and disadvantages, and awe him; those that have interest him, 
and govern him. dealing with cunning persons, must ever consider 
their ends, interpret their speeches; and good say little them, and 
that which they least look for. all negociations difficulty, man may 


not look sow and reap once; but must prepare business, and ripen 
degrees. 


Studies 


Read not contradict and confute; nor believe and take for granted; 
nor find talk and discourse; but weigh and consider. Some books are 
tasted, others swallowed, and some few chewed and digested; 
that is, some books are read only parts; others read, but not 
curiously; and some few read wholly, and with diligence and atten- 
tion. Some books also may read deputy, and extracts made them 
others; but that would only the less important arguments, and 
the meaner sort books; else distilled books are like common distilled waters, 
flashy things. Reading maketh full man; conference ready man; and 
writing exact man. And therefore, man write little, had need 
have great memory; confer little, had need have present wit: and 
read little, had need have much cunning, seem know that 


doth not. 
you would like own complete set Bacon's 
Essays, they are very easy come by. Many publishers 
have issued them; currently print are such edi- 
tions these: 
Modern Library (Random House), Everyman's 
Library (E.P. Dutton), Nelson Classics 
(Thomas Nelson Sons), World Classics 
(Oxford University Press), English Classics 
(St. Martin's Press), Riverside College 
Classics (Houghton Mifflin Company). 
you would like nicely printed volume the 

Peter Pauper Press (629 MacQuesten Parkway, 
Mount Vernon, New York) put out what they 

call "Deluxe Artists' Edition" with slip case, 

$4.50. 


Sincerely yours, 


Editor 


Changing the State Incorporation. This expediency can 
used deny board representation minority group state hav- 
ing mandatory cumulative voting legislation. 

Merger and Stock Acquisition. merger between two companies 
may opportune when denying board representation minority 
group. 

Ostensibly, American management one mind its oppo- 
sition cumulative voting. reasons follows: (a) Both tradi- 
tion and law, the duty director represent the interest 
all stockholders indiscriminately. Cumulative voting has bias toward 
fostering special group loyalties. (b) incumbent that top manage- 
ment function team atmosphere harmony and mutual 
respect. Divergent opinions over given subject are possible, but 
harmony should prevail regard general policy. 

recent years philosophy has emerged which asserts that 
corporation should run for the interest all major groups con- 
cerned. These groups are stockholders; labor; management; and, 
broadly, the public. least theory the directors work for the 
stockholders, and the aim their stewardship maximize the share- 
holder’s long-run interests. But broadening its goal include other 
groups lies the danger that legitimate stockholders’ interests will 
neglected. 

Those who champion the cause corporate democracy extol 
the virtues cumulative voting device make the organization 
management business corporations more democratic. Does 
necessarily follow, however, that the democratic processes are also 
superior other forms organizing business institutions? The im- 
portant question not whether cumulative voting more (or less) 
democratic than straight voting, but rather which device tends 
make the company more effective competitive economic entity. 


HAVE NEW INDUSTRIAL FEUDALISM? Arthur Ross* 


The American Economic Review, Vol. 48, No. December 1958, pp. 
903-920. 


When any given problem solved, equal and opposite problem 
generally emerges. The matter labor mobility good case 
point. generation ago, “wasteful and destructive turnover” was seen 
primary evil. Today, however, said that seniority systems, 
health and welfare plans and negotiated pensions have chained the 
worker his job; that the adaptability and flexibility the labor 
force are being sacrificed; and that new industrial feudalism being 
built. The crux the problem, held, that the worker can 
longer afford quit his job. 

very substantial reduction the quit rate occurred about the 
middle the 1920’s. Obviously this earlier phase cannot explained 
unionism, seniority and fringe benefits. The critical sequence 
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occurrences was probably somewhat follows: Until the 1920’s, em- 
ployers had made particular attempts conserve manpower. 
Under the liberal immigration policies the day conservation was 
unnecessary. Then, however, the quota system immigration began 
take effect and manpower needs grew rapidly industry expanded. 
Furthermore, the occupational composition the labor force was 
gradually shifting. The proportion unskilled labor was declining 
and the proportion skilled, semi-skilled and white-collar workers 
growing. long the unskilled hand was replaceable, the employer 
suffered great loss when the employee quit. But when the trained 
employee resigned, considerable investment had duplicated. 

was under these circumstances that personnel administratior 
emerged: the employer decided decasualize the whole employment 
relationship and incorporate system into it. The really urgent objec- 
tives were obtain more production from the worker, improve the 
condition discipline, and especially, reduce labor turnover. 

There seems have been smaller reduction the quit rate, 
however, during more recent years. Though are told that the 
worker bound his job chains benevolence, not very 
likely that negotiated benefits have had much effect the quit rate. 
Most workers who quit their jobs are young years and low service. 
They not have enough seniority keep them from changing jobs; 
they have typically not reached age where retirement real 
element their thinking; and they have plenty time accumulate 
work credits. The older worker, the other hand, disinclined 
change employment for good many reasons even the absence 
seniority and fringe particularly the difficulty securing 
another job, the probable loss economic status, and his generally 
settled way life. 

likely that several other causes are responsible for the 
moderate decline the quit rate during recent years: 

The spread unionism. the pre-union period, the most 
common method expressing dissatisfaction was quit. Under 
unionism, concentrated action, which can invoked without quitting, 
has replaced the individualistic method. 

Aging the labor force. “Aging” means that fewer employees 
are going through the experimental phase their working lives. 
reflects the low birth rates the 1920’s and 1930’s. The proportion 
young people the labor force, however, has all probability 
about reached bottom; the large age generations the will 
soon ready for work. 

Stability manufacturing employment. The number pro- 
duction workers manufacturing has not increased since 1951. 
contrast, employment various white-collar fields has moved 
sharply. Since young persons gravitate toward expanding areas 
activity, the new entrants have been attracted into nonmanufacturing 
industries disproportionate extent. 


if 


Effect seniority rules. Seniority rules have facilitated the 
preservation stable work force the manufacturing industries 
tiding the employee over the trial-and-error period. Even the short- 
service employee protected against replacement younger worker 
from the outside long survives his probationary period and 
not discharged for cause. 

Though complex sociological factors should probably have 
been included, little evidence can found for the proposition that 
new industrial feudalism has been created because men can longer 
afford quit their jobs. 


FARM SURPLUSES AND FOOD NEEDS Helen Shaffer 
Editorial Research Reports, March 1959, Vol. No. pp. 165-182. 


Mounting accumulations surplus farm commodities place the 
United States the curious position fearing that the 1959 harvest 
will good the record harvest 1958. Yet half the world’s 
population underfed and American crop surpluses, while costly 

the taxpayer, still fall far short amounts that would required 
world needs for food and fiber were satisfied. 
The United States has engaged since World War many 
global feeding operations. However, the programs have been hemmed 
numerous technical restrictions which, while helpful feeding 
some hungry people, have not prevented growing pile-up certain 
commodities this country. Thirty years government effort hold 
farm prices limiting agricultural production, minimum loss 
freedom the farmer, have failed solve the nation’s problems 
excess supply. 

Agricultural surpluses have been common thing this country, 
but only comparatively recent times that they have become 
large and burdensome the taxpayer. 

Over the years the government has tried number different 
approaches speed disposal farm products surplus supply. Most 
these programs were consolidated and expanded under provisions 
the Agricultural Trade and Assistance Act 1954. The law was 
enacted emergency measure operate for three years, but has 
been extended twice and currently due expire Dec. 31, 1959. 

the heart the great national debate farm policy the 
question whether the system price supports keeps surplus accumula- 
tions from ruining the farmer whether aggravates the problem 
encouraging the farmer overproduce. Administration efforts 
lower support levels and restore freer market conditions agriculture 
are based the latter premise. 

Major obstacles the success government efforts bring 
supply and demand into balance have been the increasing productivity 
agriculture and the limited flexibility demand for food. 
apparent that were not for market limitations, farm output could 


expanded tremendously within short time and without putting 
additional acreage into production. 

the long view, the productive capacity the nation’s agricul- 
ture great blessing, because promises abundance food for 
growing population. Projections future supply and demand, how- 
ever, indicate little hope that the country will able “eat its way” 
out the surplus problem the near future. 

American farm surpluses not loom large when placed against 
current and future world food needs, however. The Food and Agricul- 
tural Organization the United Nations estimates that one-half 
the world’s population undernourished. all the food the world 
were distributed equally each individual, “every living person would 
short rations.” 

The F.A.O. 1953 proposed program promote better world 
distribution foodstuffs encouraging production within each 
country commodities best suited its resources and making provi- 
sion for exchanges surpluses with other countries. Member govern- 
ments did not welcome the suggestion and the F.A.O. concluded that, 
although distribution remained “part the hard core unsolved 
problems, increased domestic production [must be] recognized 
the basis any improvement food supplies the underfed parts 
the world.” 


Recent efforts the international agency assist underfed coun- 
tries have concentrated measures make the countries more self- 
sufficient food. Although exports, particularly from the United 
States, were termed emergencies,” the said 


was “debatable whether this can considered more than partial 
solution the problem.” 


THE FOLKLORE ADMINISTERED PRICES Ervin Zingler* 
The Business Review, Vol. No. February 1959, pp. 11-14. 


Largely the result the investigations Senator Kefauver and 
his subcommittee Antitrust and Monopoly, the term administered 
pricing has taken very unsavory connotation the eyes the 
public. him, administered pricing means situation wherein “big 
business” oligopolies fix prices without regard the basic force 
market supply and demand, usually levels considerably higher than 
what would prevail under competition. 

Under conditions perfect competition all business firms would 
price takers the sense that market prices would determined 
the forces market supply and demand. One, and only one, price 
would result for each separate commodity service. one firm 
would large enough depart safely from prevailing competitive 
prices influence prices. 


*Professor Economics and Finance, University Houston. 


Perfect competition theoretical norm meets all conventional 
standards economic efficiency, rationality and distributive justice, 
if, indeed, does not define them. Unfortunately, perfect competi- 
tion incompatible with the economies large scale production and 
technology. Technological efficiency today necessitates large industrial 
giants, which, because their sheer size, have the power manipu- 
late market prices some degree. matter fact, this field 
imperfect competition, there common market price which 
business firms can refer. Businesses are thus forced become price 
makers price administrators. 


the absence free competitive prices, administered pricing 
inevitable. The main problem arises when these administered prices 
transcend the basic standards reasonableness. What are the practical 
alternatives administered pricing big business? Basically they 
boil down one, namely, some form administrative pricing big 
government. The cure conceivably could worse than the disease. 


Many economists have come with new definition com- 
petition that both realistic and compatible with modern technology. 
This concept does not emphasize price competition but rather the 
existence several large firms which not collude with one another 
and which really compete for total sales, even product dif- 
ferentiation and advertising basis. the point collusion, this 
concept excludes both direct well indirect collusion, such per- 
haps might occur the case price leadership. permits limited 
reasonable oligopoly power, necessary, obtain the economies 
large scale production, distribution and research. However, there must 
rigging the market and there must vigorous competition for 
relative shares total industry sales. 


Perhaps much our problem administered pricing would 
eliminated the course the government and the public would adopt 
the latter definition competition rather than that perfect com- 
petition. 


NEW AMERICANS OLD SOCIETIES Gerard Mangone* 
The Antioch Review, Vol. 18, No. Winter 1958, pp. 395-410. 


Almost one per cent the American population now living 
and working foreign countries. Borne the tides good will (and 
dollars), the diplomat and technician, the preacher and the pro- 
fessor, the aid man and the man, are working militarize, econo- 
mize, and proselytize their foreign cousins. Americans who have new 
status, new temperaments, and new ideas have been thrust into old 
societies. major difficulty the juxtaposition Americans and 
foreign friends the world lies cross-cultural collisions. Where the 


*Professor Political Science, Maxwell School Citizenship and Public 
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American fails abroad not for lack technical skill, but human 
relations. 

any generalization can made about the difference between 
Americans and some other peoples the world, may suggested 
that the United States procedure toward ends legal, economic, 
and forth has been gradually depersonalized. Those societies 
which still cling personal hierarchical rituals out tradition, 
religious beliefs, esthetic symbols make little sense the pragmatic 
American. 

American businessmen have had the capital and enterprise 
venture into foreign lands since the days the Salem clipper 
China. Some the best and some the poorest illustrations 
cross-cultural understanding are found this group. Experience 
dealing with the public, particularly when trying buy sell 
something, cannot overestimated. United States business execu- 
tives are increasingly conscious the need select outstanding men 
for their foreign enterprises, but the success individuals abroad has 
been spotty. Unfortunately American business today has virtually 
training programs prepare its overseas personnel for cross-cultural 
comprehension. Some recruitment programs stress language training 
use hyphenated Americans with bilingual backgrounds. But there 
difference between technical communications skill and warm 
understanding foreign environment. Even the so-called 
specialist” has his limitations for business enterprise. His interests 
generally are academic, rather than functional, and easily tires 
the drab details the operation. For the sake that free enterprise 
which invigorates democracy and has crucial development role 
play abroad, American firms need take hard look the person- 
nel they will sending abroad represent them. 

The disparity wealth between the American and the people 
abroad with whom works complicates the problem human re- 
lations between alien cultures. group, and definition, all 
Americans abroad are rich. Some are just richer than others. 
scale down living standards abroad requires imagination and equity. 
The problem incentive worries recruiting officers endlessly. Some 
methods retaining income the United States for Americans work- 
ing abroad may invented and wiser pay policies may mitigate the 
“big kill” incentives. But the most immediate and useful control 
exercised will rest within the American himself, his mind and 
spirit properly trained for overseas mission. 

New Americans will continue exert their influence old so- 
cieties during the next decade since the United States must, for its 
domestic tranquillity, strive shape peaceful community nations. 
Imaginative policies cannot soar beyond the pedestrian level the 
Americans charged with overseas responsibilities. The United States 
must furnish the form and funds education cultivate the men and 
women who can wisely bear the message America. 
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NEW FUNDS FOR SMALL BUSINESS Robert Ulin* 


Challenge, Vol. No. March 1959, pp. 52-56. 


new set financial institutions will soon operating most 
sections the United States. They are called Small Business Invest- 
ment Companies, and their special purpose make investments 
small, but growing firms. 

These new institutions will sponsored and partly financed 
the Small Business Administration. But they will chartered the 
individual states and headed private citizens the localities 
which they operate. About 300 Small Business Investment Companies 
(SBIs) are expected operation the end 1959. 

the Small Business Act 1958, Congress authorized these 
new investment companies, provided major tax advantages private 
citizens who would form SBIs, and made available $250 million 
federal government funds for the program. The SBIs will deal with 
manufacturing firms with less than 250 employees, with retail 
firms with less than million annual sales. They will assist the 
small firms long-term loans investments their common stock. 
Interest rates must low. The Small Business Administration will 
supervise the entire program and will give priority areas the 
country where there seems shortage funds for small business. 

Any group proposing start SBI must first obtain the ap- 
proval the Small Business Administration. must show: (1) that 
need exists the area; (2) that has sufficient capital for landing 
program; and (3) that the individuals directing the SBI have sub- 
stantial experience business finance. 

Tax advantages are the key extensive private participation 
the program. They include tax exemption for all dividends received 
SBIs their investments small companies, and also the right 
deduct any losses these investments directly from taxable income. 
Most important, getting the program started, provision that 
individual investors who form SBI may deduct losses their 
investments directly from their incomes. 


There are skeptics who feel that after the initial enthusiasm 
many the SBIs will find themselves faced with the same problems 
that have plagued all small business lending high risks, unwilling- 
ness owners sell stock poor management and lack 
true growth opportunities. However, the Small Business Administration 
and many banks participating the program report that private 
capital being contributed scale much larger than ever before. 

The SBIs will not substitute for the organized security markets 
floating big issues stocks bonds. But they will help the small, 
but growing company whose principal handicaps are that un- 
known investors, and that its operations are local. 


*McGraw-Hill economics staff. 
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NEW ROLE FOR EXECUTIVES Eliot Chapple* 


Nation’s Business, Vol. 47, No. May 1959, pp. 58-60, 62, 67. 


The professional manager today the master corporate 
civilization. The time has come take stock this remarkable creation 
and thus determine what role will play the future and what 
new tools will have his disposal with which affect society. 

the past years, the growth the modern corporation and 
the consumer economy has caused the rapid disappearance owner 
domination. Corporations are run professional managers, em- 
ployees the board directors. Most the great enterprises the 
past were built primarily finance. Today, return investment 
still primary consideration, but the means achieving are chang- 
ing. The countervailing power free exploitation which built the 
business empires the past has been the growth governmental 
controls. Finance less important, but other aspects manage- 
ment, formerly subordinate, have gained equal rank: sales, law, in- 
dustrial relations, personnel, controls, data processing. 

specialization grows, top management jobs are increasingly 
filled specialists. Often the mastery specialty brings with 
habits mind which can applied other fields. Furthermore, the 
higher one goes, the greater the number specialties which one must 
understand. The manager must able examine the premises 
each, since one can make effective decisions data which 
does not understand. 

Cross-cutting these specialties another set factors which 
make the manager what the arts concerned with organization 
and administration. The science organization which the manager 
the future will possess will enable him predict what effects 
people and their relationships can anticipate when change intro- 
duced. From the available data will know what steps take 
produce the most effective organization and the maximum productivity 
from his people. 

the professional manager consolidates his position, will have 
face the moral character his job. Decisions will based ob- 
jective evidence, but the moral responsibility for the choice will be- 
come more evident. the past the codes ethics available guide 
the businessman dealt with his personal relations his fellows, com- 
pletely unrelated any organization situation. These codes, however, 
touch only the periphery the professional manager’s job today. 
The manager the future will become leader the development 
new morality. professional, there way can avoid 
doing. This does not mean that will neglect the traditional 
morality personal relations. must, however, supplement and 
make part working ethics for corporate civilization. 


*Adjunct Professor Management, Graduate School Business, Co- 
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PRESIDENTS AND PAPERWORK Robert Shiff* 
Dun’s Review and Modern Industry, Vol. 73, No. April 1959, pp. 


According recent American Management Association survey, 
the typical corporation president spends four office hours day and 
extra hour home reading reports, correspondence 
tions sent him. Generally, average 130 pieces mail are 
addressed the president each day. this amount per cent never 
reach his desk; per cent are acted him and are filed; and 
per cent are passed him other individuals the company. 


Many methods clearing unnecessary paperwork off his desk 
have been tried. Effective paperwork should mean clear, concise, 
timely information, not just impressive stack paper. Actually, 
it’s often easier receive information pictorially, even orally, but 
talk without controls can become rambling menace. Some presi- 
dents find formal reporting transcribed recordings good method. 
But make such talk efficient, reports should limited one disc 
and the executive making should prepare outline before beginning 
his monologue. 

What kind information should president get? Essentially, 
becomes matter having the flow information through the re- 
porting structure reach the president the form and amount 
wants, and flow back from him forms and amounts that enable 
the company function commands. 


Here are some the many, immediate steps executive can 
take without elaborate preparations cut his paperwork load: (1) 
Delegate responsibility. Don’t give your assistants half the job 
asking them look into matter but fail give them the authority 
act. (2) Have assistants screen the papers you get. This isn’t easy, 
but it’s worth the effort. takes and men with broad knowledge 
upper-middle management able train staff know what 
show you. (3) Use exception reporting. This the technique 
wherein statistics are not shown the president unless they veer 
predetermined amount from the norm. (4) Insist clarity. Ask 
for plain honest prose all memos and for covering memos all long 
reports (What are the salient points the report?). (5) Evaluate the 
merits completeness vs. speed. When you must have report now, 
ask for rough totals parts reports that indicate trends. 


Perhaps the major benefit from all this the responsibility 
places every key man the company. The reporting system be- 
comes excellent tool for evaluating management abilities. gives 
the problems the people responsible for separate functions the 
organization and keeps the president freer handle the problems that 
are properly his solve. 


*President, National Records Management Council. 
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SHOULD THE UNITED STATES JOIN EUROPE FOR THE DEVELOPMENT 
AFRICA? 


Western World, Vol. No. April 1959, pp. 27-35. 
American Influence Africa Hammadoun Dicko* 


Just many hopeful young men approach life with the convic- 
tion that governed the highest principles, the young 
African states have imagined that the great powers would seek the 
paths friendship and that their solidarity, stimulated the appear- 
ance new peoples the stage history, would give new aspect 
international relations. 

Before taking the problem presented the possibility the 
extension American influence the African continent, neces- 
sary recall the great adventure through which most its peoples 
have passed the past few years. 

Especially during the 19th century, Europe had annexed enor- 
mous territories, which were subject its exclusive influence and 
which other power could seriously think disputing its plans. 
were encouraged forget our history, our culture, abandon our 
own institutions. 

The peoples Africa were not prepared see European power 
tottering, and was reasonable fear that they would sink into com- 
plete chaos. This terrible danger was avoided what proper 
call the “African miracle.” The Negro peoples woke up; Africa re- 
discovered Africa, with its own vitality, history, traditions and culture, 
its own sense humanity, its new faith the future and above all its 
own inexhaustible springs wisdom. 

Conscious being the leading defender the free world, the 
United States has felt every gain made the Communist bloc 
body blow. was possessed with anxiety, especially Asia, con- 
sidering the great vacuum left Europe, and believed, right 
wrong, that these underdeveloped countries were the zone expansion 
dreamed the Communists. 

For us, the former colonial peoples, whose destiny had long been 
pawn for others, this projected division the world presented 
new and immediate threat our future. American domination was 
that this was done for our own protection and save from more 
evil alternatives. easy enough this stage identify the term 
influence with exploitation. 

the same with nations with men: There are gifts which 
aid them, with dignity, carrying out great enterprises because they 
are based spirit justice and the duty the rich toward the 
poor. There are other gifts which are debasing. What will become 
people thus debased? will incline toward Communism. 

shall not conceal the fact that America’s way giving dis- 


*Socialist député for the Sudan the French Parliament. 


turbing us. not shocking see enormous sums handed out 
the United States for the exclusive benefit potentates, simply 
because they are willing swear oath allegiance just 
they could provide assurance that their peoples will not fall under 
Communist control? 

There also more subtle danger. battle influence has begun, 
marked demagogic bidding and counter-bidding. Will the country 
concerned the beneficiary the victim? get the most out 
situation, which often has not desired, will tempted play 
one off against the other. Mistrusted everyone, its destiny will 
doubtless become shifty and unreliable satellite the Soviet 
Union, which will give new aspect and new way acting. 

healthy for America told again and again that such 
battles influence does not have the winning cards. The USSR, 
which was underdeveloped country itself until very recently, un- 
derstands the aspirations these peoples; asks nothing exchange 
for its gifts, does not chastise the recalcitrants, and knows how 
wait all which gives very clear advantage. 

Africa wants the friendship America. What refuses 
live within the American orbit. Africa hopes that the word influence, 
with all its ambiguity, will abandoned international relations, 
and that new and just means will found cement the unity 
the free world. 


Africa Cannot Without the United States. Rayford Logan* 


The United States must join Europe helping develop Africa. 
Europe alone does not have the resources swing this gigantic 
project. Only the enormous resources and power the United 
States along with those Europe, can Africa swing into its goal 
technological development and modern living within foreseeable 
future. There clash between the ideals the African and the 
best interests the entire Western world. 

Let examine first, however, two arguments against American 
participation. One, the United States supports independence move- 
ments Africa that the resultant good will Africans will facili- 
tate the European businesses American. close look 
this argument reveals its basic weakness, namely, that foreign 
capital less likely invest turbulent newly emerging states than 
even turbulent colonies. American capitalists would have much 
preferred maintenance strong European control Africa, yet 
find imperative, instead, join the development independent 
nations. 

second argument advanced against American participation 
rests upon the assertion that the United States less interested 
promoting the welfare Africans than forestalling Soviet and 
perhaps Sino-Soviet economic penetration and political control. Some 


*Head the Department History, Howard University, Washington, D.C. 


Africans who have voiced this suspicion have also expressed prefer- 
ence for Soviet aid the ground that Russia extends aid without any 
strings attached, whereas the United States exacts various kinds 
payments. This point view is, course, nonsense. would 
naive deny that the United States expects quid pro quo. But the 
quid and the dates repayment are generally written into the bond. 
Soviet aid may not precisely prescribe the and the dates re- 
payment may vague. But the recipients “gifts” alleged dis- 
interested Russian terms would probably prefer Soviet control any- 
way and they are blinded emotional bias. 

This bias stems from unsophisticated comparison between the 
“absence” race prejudice Russia and unmistakable evidence 
prejudice and discrimination against Negroes many parts the 
United States. There prejudice against Negroes Russia for 
the reason that there are practically Negroes Russia. 

Many Africans view with mixed emotions foreign investments 
their country. But they must soon decide which uncomfortable horn 
dilemma they must sit. They may remain citizens under- 
developed countries for many years. they may attempt estab- 
lish for this additional capital, safeguards adequate for participation 
internal capital, for Africans sharing equitably the formulation 
and execution policies, for the training and upgrading indigenous 
personnel the highest positions, and, above all, for the protection 
workers from exploitation. 

The newly emerging African states should not expected 
enforce more rigidly than the older states their commitment 
promote respect for human rights and fundamental freedoms for all. 
Many these states have multiracial societies which make their task 
most difficult. Since the United States the most multiracial all 
the members NATO, the United States has unique responsibility 
help African nations avoid some the mistakes which the United 
States has made. Also, the newly emerging African states should not 
expected contribute more than the older states the easing 
international tensions. 

And, finally, the United States should join with Europe helping 
develop Africa because the United States participated despoiling 
it. The Western world, including the United States, still owes Africans 
huge debt. 


THOUGHTS COMPENSATION Hugh Harrison* 
YPO Enterprise, Vol. No. May 1959, pp. 14-15. 


Try may, cannot avoid judging the economic worth 
others. Within the context our industrial scene, this act 
judgment can limited appraisal person’s potential worth 
particular enterprise. 


*President, Pacific Isle Mining Co. 


any point time must feel that man essentially 
paid-up basis with respect services rendered date. Yet find 
ourselves persuaded that those, who concert with others create 
wealth our enterprise, should some way further rewarded. 
Bonuses, profit sharing, per cent savings, volume premiums, quota 
incentives and the like are often used for this purpose. 

The analogy American business American sport too nearly 
perfect not yield some useful insights here. might far 
suggest that the fundamental questions business are the same the 
fundamental questions sports. Namely, whose team going 

play on, what are the rules the game, what position play, who 
the opponent, and how know how are doing? 

have done our job well and established personal basic 
salary relationship which adequately reflects the economic potential 
individual, then the essential problem find way indicate 
how successful the team has been utilizing the potential available 
creating value. 

basic premise that for price agreed upon good faith 
places his total economic value creating potential and good 

argument that the basic wage fair, then you have fact bought 

the man’s good will and need not, must not, seek out other ways 
buy it. this means man joins team and doing foregoes 
his chance playing any other team. 

any given year, would not single out for special economic 
reward the man who happened bat the time the bases were 
loaded because got hit any more than would penalize him be- 
cause failed get hit. won split the team reward, 
and didn’t better luck all next time. 

However, before you begin the new season, management cannot 
ignore and should consider the accumulated contribution each 
player and should reflect this demonstrated value the next season’s 
salary. The result this assessment must reflected, reflected 
all, the individual’s relationship the one which makes 
his services available the team and which the team accepts him 
member not connection with the splitting the spoils 
their joint success. 

perfect expression this concept, every job would re- 
viewed annually detailed conversation with the person who 
perform the job. the beginning the year you both agree that 
the nature the proposed job such that unusual time demands, 
unusual hazards, unusual responsibility are entailed, you take all this 
into account advance and pay you the price diligent work 
the quality you chose when you selected the man for the job. This 
would permit next year’s job evaluation external focus the 
interviews which would conclude with mutually agreed upon salary 
for the coming year. 


THE TWO-FACING ROLE THE BUSINESSMAN Denys Munby* 


The Journal Religion, Vol. 39, No. January 1959, pp. 25-31. 


not Christian unrealistic, but Christians are always 
tempted unrealism. When moral demands seem almost beyond the 
reach human endeavor, Christians are sometimes tempted escape 
into the illusion that, some ideal reorganization our affairs, the 
dilemma will resolved: for example, the problems complex 
industrial system will solved the abolition the “profit motive.” 

Though need Christian critique our method economic 
organization, clearly there “perfect Christian system,” which 
there will conflicts and crashes. one has the range knowl- 
edge imagination play all roles once; nor can particular 
person particular role always looking over his shoulder take 
account the interests everybody else. 

The general principles that need kept mind are threefold: 
(1) Tensions and conflicts between different interests are inevitable 
part complex social arrangements. (2) well-ordered society not 
one which there harmony everywhere but rather one which the 
tensions and conflicts are organized that they serve the common 
good. (3) The aim Christian critique should assess how far 
the social structure whole meets the needs men human beings. 
Christians should therefore ask whether particular set organizations 
encourages artificial conflicts, whether properly deals with the funda- 
mental conflicts, and whether takes account the realities human 
nature the Christian faith knows them. 

main proposition that the businessman has 
role: the linking production with consumption, which involves the 
pacification the inevitable conflict between producer and consumer. 

the one hand, the businessman organizes production. 
this role that comes into conflict with the interests his employees. 
the other hand, the product has sold. And the second face 
the businessman turned the consumer; when appears thus 
salesman, may find himself conflict with his desires manager. 

capitalistic free-enterprise system any kind the link between 
producer and consumer made means profits. incomes are 
fairly distributed, and consumers act rationally buying what they 
want, then everybody will best satisfied prices reflect costs. 
prices reflect costs, then resources flow those forms production 
that people want buy; not, delicate form democratic elective 
process disturbed. competitive business system produces rough- 
and-ready correspondence between prices and costs. here that 
profits come in. They perform the function linking consumers and 
producers. 

are right arguing that there natural conflict here 
which manifests itself particular form business system, then 


*Reader economics Oxford University. 


should also right deducing that there can perfect method 
meeting the conflict. 

However the role the businessman met, and under whatever 
framework businesses are organized, there this continuous pressure 
from both consumer and worker that the businessman has meet. 
The essential point that, however perfect the organization and en- 
vironment business, the inherent strain will remain. 


REPORT ANGLO-AMERICAN TRADE ALLIANCE 
Sir David Eccles* 


Anglo-American News, Vol. 26, No. April 1959, pp. 15-18. 


What there report about the workings the Anglo-American 
alliance the field commerce? Surely true that our coopera- 
tion economic policy least important defense and 
strategy. 

The Board Trade very much encouraged the fact that 
the U.S. now the greatest single market for U.K. goods. But are 
now moving towards normal and satisfactory pattern inter- 
national trade? normal mean system policy and action 
which the deliberate aim governments the maximum interchange 
goods and services. That the kind pattern ought estab- 
lishing the world were securely peace and our sole aim were 
combine continuous economic expansion with steady price level. 

What the American record from that standpoint? one 
sense satisfactory beyond all expectations. Thanks the economic 
growth the U.S., total imports there have risen greatly. 
the U.K. with the help the Dollar Exports Council have worked 
very hard take advantage the opportunities your market. 

Yet the U.S. and the U.K. fail set the right example eco- 
nomic policy there little chance that anyone else the free world 
can effectively so. must continually ask ourselves whether 
are treating each other and all the members the free world 
economic allies. The raison d’étre the NATO alliance is, course, 
pool military resources and avoid rivalries the military field. 

But are taking comparable action the economic field? 

the U.S. and the Commonwealth are not willing set the ex- 
ample maximum trade between the industrialized countries, and 
between the high standard and the low standard countries, why should 
not the low standard countries try the Communist system? Our con- 

cern about the increased examples protection the not 
based primarily the fact that this country thereby loses dollar earn- 
ings. are thinking the well-being the free world whole. 
The non-dollar countries, whether industrialized underdeveloped, 
will stronger and more reliable members the free world Ameri- 
can policy works for trade and not against it. 


*President the Board Trade. 
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WHAT EVERY OPERATING MAN SHOULD KNOW ABOUT PRODUCTIVITY 
Murphy* 


Factory, Vol. 177, No. April 1959, pp. 246-248, 250, 252, 254, 256. 


Output per man-hour has been rising high rate since the 
World War II. The rate 3.3% per year for the 12-year period 
1945-1957, compared with rate 2.2% for the past years. The 
figure, though good, not productivity record. How can 
get bigger payoff from the billions have spent since the war 
new plants and equipment? 

worthwhile take closer look some questions about 
productivity that have current importance. 1948 General Motors 
and the United Auto Workers negotiated their now-famous produc- 
tivity contract which provided for automatic annual improvement 
increase per year. This figure was selected because was 
the long-term rate increase national output per man-hour. But 
there any compelling reason why companies and unions should 
national productivity statistics the guidepost for wage changes? There 
are “laws” economics that call for such arrangement. 

The key question the area employment and productivity is: 
the higher productivity rate the post-war period cutting down 
our capacity keep our growing labor force work? The phenom- 
enon lagging manufacturing employment after recession not 
new, but the recovery has been slower each time. Nobody can state 
precisely how much the employment lag due rising 
tivity, but certainly some is. 

One way improve productivity learn more about measur- 
ing it, especially the plant level. The principal requirement that 
you keep good record terms physical units rather than dollars. 
The necessity stick physical units output means you can’t 
change your product your product mix. Because soon you 
change, you have find common denominator which practically 
always dollars output. use dollars measuring your output, you 
will have into the statistics business big way because dollars 
and prices change from year year. get comparable figures, 
have correct for inflation according the value the dollar some 
base year. This can done, but certainly easy operation. 

Don’t give up, the idea getting some kind measure pro- 
ductivity still appeals you. need the total man-hours 
all employees and “value added manufacture.” you 
divide man-hours into net output for several years, you will end 
with dollars-per-man-hour figures. But you know the dollar hasn’t 
held constant. What you need know the dollar correction figure 
appropriate for your industry for each year (usually based whole- 
sale prices). This oversimplified example, but nevertheless, 
simple output per man-hour figure isn’t out your reach. 


*Editor, Factory. 
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